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COMMENTS

Teltnast, Inc., aDd its subsidiaries Telttust COI1UIB1Dieations Services, Inc. and TeltNst Phones,

Inc. ("Teltrustlt)l , by their undersigned counsel, hereby submit comments in response to the

Commission's request for comment on: (l) the recent rate ceiling proposal by the American Public

Communications Council's eAPCCj, Competitive Teleconummications Association C·COMPTEL"),

US WEST, Bell Atlantic, BeUSouth Telecol1U1l1l1ieations, Inc., NYNEX, MFS Conununications

Company, Inc. and Teleport Communications Group Inc. (the ClCoalition Rate Ceiling Proposal"); and

(2) the Petition of the National Association of Attorneys Ge:nera1 Telecommunications Subcommittee

for rules to require additional disclosure by Operator Service Providers of Public Payphones (the

"NAAG Petition'').

~ CtMIiIimt 11'* c.iIi"I PropDuL 1be COIIition has advanced a workable rate ceiling

proposal that will end the kind of rate gouging that bu given rise to the NAAG Petition, numerous

complaints at the Commission, and our industry's poor reputation. In arriving at a fair rate ceiling,

1 Te1ttust, Inc. is a diwnificd telCAllllD\JllicatClnl CClIIIlJlIIDY 1II'Vi.oI1be lpeCiaJiDcl ~lcphonc gommuaic:ati0118 needs· ofclients
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the Coalition sought to ensure that the rate ceiling strike a proper balance between the interests of

consumers in not being gouged and the critical need for IPP and aggregators to recover their

costs ofmalcins equipment available for public use. The Coalition Rate Ceiling Proposal also was

designed to allow competitors to set rates based on the marketplace so that competition can work

effectively; it was not arbitrarily based on the rate levels or cost structure ofthe dominant carriers.

The Coalition attempted to gauge customer perception on rates and devise a rate ceiling which

would ensure that all charges would be below those which prompted vinually all of the

complaints examined in the sample. Finally, the Coalition also sought to make the rate ceiling

simple, so as to allow for easy enforcement and minimal confusion by providers. Accordingly, the

Coalition advanced the followina rates:

0!U'rt <;+1 Clrd.JlIird=PaI1y PCl'lfll:t9-Penn
1 Minute - S3.7S $4.7S
2 Minutes = 54.25 SS.2S
3 Minutes "'" 54.75 55.7S
4 Minutes ... SS.2S $6.25
5 Minutes "'" S5.S0 $6.50
6 Minutes - $5.95 $6.95
7 Minutes = $6.20 $7.20
8 Minutes .. $6.65 $7.65
9 MiDutes = $7.00 58.00

(Tenth and Each Additional Minutes - SO.35/min.)

The Coalition proposed implementing a monitoring system whereby the LEes would

periodically provide the Commission with information concerning calls exceeding the rate ceiling

which are submitted to the LECs for billing. The Coalition proposed that the Commission require

that LEes who bill on behalf of OSPs supply the agency with a quarterly report showing a

summary of the calls reviewed. for the report period which exceed the rate ceiling chart. This
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summary report would list the asp, total calls for the period, the number of calls reviewed, the

number of calls exceedins the rate ceiling, and the percentase ofcalls reviewed exceeding the rate

ceiling. From this summary report. the Commission could determine if action conceming

particular asps was necessary. Should the Commission detennine that action is necessary, a

more detailed call-by-call rcpon for that asp could be provided by the LEC for those calls

exceeding the rate ceiling. The Commission could then determine the appropriate course of

enforcement.

T1a~ NAAG hIltitJII. Citing rate gouging and other unfair and deceptive practices by

asps, the National Association ofAttorneys General and Attomeys General from 23 states asked

the Commission to amend 47 CFR SectiOJl64.703(a) and require aspS, whose rates, COMICt fees

and other charges are not at. or below, dominant carrier rates. provide the fo!Jowing verbal

warning:

This may not be your regular telephone compaoy and you may be charged more
than your regular telephone company would charle for this call. To find out how
to contact your regular telephone company call1-800-SSS-1212..

For the reuons stated below. Teltust wholebartedly supports the Coalition :Rate Ceiling

Proposal. BPP. implementation at this time would be contrary to the public interest. The Coalition

Rate Ceiling Proposal addresses the final significant issue the Commission sought to remedy through

BPP: rate gouging. TelttuSl urges the Commission to immediately terminate the BPP proceeding and

implement the Coalition Rate Ceiling Proposal. Teltrust urges the Commission to couple

implementation oftile Coalition Rate Ceiling Proposal with the enforcement program advanced by the

Coalition. TeltNst also urges the Commission to begin addressing marketplace inequities which drive
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up small OSPs and lPPs costs. Tdtrust further believes that implementation of the Coalition Rate

Cc:iJing Proposal will sufficiently address the concerns ofthe NMG and the Attorneys Geoenls. Rate

gouging by a few rop OSPs is the key issue IIId the r8te ceiling proposed by the Coalition will

address this problem. Teltrust is adamantly opposed to the NAAG proposal. The verbal disclosure

would be costly for OSPs to implement aDd will add umecesury network and other costs for each

operator "sited call.

L THE COALITION RATE aILING PROPOSAL IS A WORKABLE AND FAR
LESS COSTLY ALT.DNATIVI: TO BD,I,g PARTY PREFERENCE.

Te1trust supports the recommendations made in the Coalition Rate Ceiling Proposal. Tcltrust

has always favored a rate ceiling in lieu ofBPP. Teltrust's President was actively involved, through

the APCC, in developiDs the Coalition :Rate Ceilins Proposal Many parties commenting in this

proceeding support implementation ofsome form ofregulations ofOSP ratcs; most acknowledge that

excessive OSP rates is the most significant issue now driving the implementation ofBPP. In the recent

round. of comments, more than half of the sixteen smaD oSPs who filed comments supported some

fonn ofrate regulation.

Teltrust proposed, in cartier comments, that the Commission establish a fair ceiling on osp

rates and replicate, ifpossible, the enforcement program currently working in California. We believed

then and continue to believe there are significant advantages to a fair rate ceiling like that proposed by

the Coalition. First, implementation ofthe Coalition rate ceiling will force the highest priced OSP to

adjust their rates downward, savini consumers money and diminishing the frequency of consumer

complaints. Second, implementing the Coalition rate ceiJing in place ofBPP wiD enable Tcltrust and

many other small businesses in our industIy to continue to compete in the marketplace. BPP's
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implementation, on the other hand. wiD signifiantly damage many fine companies in this fast growing

industIy. Third, adoption of the Coalition rate c:eilins will foster competition in the asp marketplace,

provided the Commission remedy the well known market and reguJatmy inequities which drive up the

operating costs of small OSPs and IPPs. Implementing the Coalition rate ceiling will force OSPs to

either upgrade and streamline their networks aDd reign in their operating costs or go out ofbusiness.

Implementing the CoUtion rale ceiling wiD benefit those OSPs making a good faith attempt to keep

their rates fair and reasonable~ they will no longer be faced with the uncomfortable choice ofkeeping

rates low or inching rates upward in order to compete with the OSPs who charge obscenely high rates.

Finally, the Coalition rate ceiling is largely consistent with the rates benchmark informally established

by the Commission itJe1f.

A. The eo.tidoB Rate CeiIiaa PrapeIaI it Appropriate in I"t of the Competitive
ElIViroDlMllt ill Which SIMI OSPS IIId IPPI COIIIpete.

The Coalition Rate Ceiling Proposal is not arbitrarily based upon the rates of the dominant

caniers. Rather, it takes into account the competitive environment in which small aSPs and IPPs

operate. Teltrust has always fared the Commission would atabliIh a fate ceiling based arbitrarily

upon the rates of the domiDInt carriers. A rate ceiIiDg set at the rates of the dominant carriers would

damage small OSPs and IPPs and would unfairly favor the large camers. As we have noted in

previous comments, IPPs and small OSPs like Te1trust fice various unfiir marketplac:e and regulatory

inequities. For instance, OSPs like Teltrust must now grapple with the advantIge AT&T enjoys over

small OSPs in competing for IPP and Aggregator contncts because of their proprietary Cm> calling

cards. Further, small OSPs like Te1trust are finInciaIly and stmcturally ver.y different fi"om the
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dominant carriers. Our busincIs is capital intenaivc; small OSPs cannot roBout multiple Foc:luets, but

must instead narrow their strategic focus on a single market and. with a few niche products. The large

carriers average capital costs over a very diverIe investment. revenue. and product base. Yet, small

OSPs must earn a return on the marsin of a few productJ; products aimed at certain narrow niche

market segments and designed to enhance consumer selVice5 available from public communications

equipmeat.

lPPs similarly face rwmerous marbtpJace inequities. IPPs face antioompetitive and

inaeasingly oppressive state rcsuJllOIy schemes. lPPs are captive to the LOCs for Public Access

Lines, which are often exorbitantly priced. IPPs III1St constantly compete with LEes who are able to

provide theirpayphone services through their regulated exchange seNice, and are, therefore, able

to cross subsidize their payphone services from their captive ratepayet' base. Further, IPPs are

required to provide calls from their equipment for which they are either uncompensated or insufticiently

compensated. The Commission must take into account these issues when establishing a fair rate

ceiling. The Coalition Rate Ceiling Proposal does consider these issues. The rate ceiling proposed by

the Coalition allows OSPs and IPPs to continue to provide their service to the public and earn a just

and reasonable return on their investment.

B. De CoaIitioD Rate CeDlDl Pro,... is Coupled witb .. Eft'ectiv. Enforud Mecbanilm.

Teltrust has argued that any rate ceiling proposal must be combined with an enforcement

program with real teeth. Teltrust suggested in earlier comments that the Commission explore the

Califomia rateenfo~ approac:h. TeltnJst no lonpr bdieves the California approach is workable

and supports, instead, the enf'orccment mechanism advanc:ed in the Coalition Rate Ceiling Proposal.
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The California IC8DI'IiDg method has hem plagued with problems and appears not to be serving the

PurPose for which it was inteDded. Indeed, this system has created many headacbes~ Teluust has been

forced to significant additional resources and peoplepower fixing problems created by this system. The

Coalition enforcement proposal is a simpler approach. This system will provide for sufficient

monitorinl ofrates, with minimal administrative burden on CommillioD staff

c. In Addition to 1m......... Beaduurkl, the COIIIDliaion MUit Help Level the
PlayiDglWcI for 0SPs IDd IPPI aad 111* La... Competiton.

Te1trust maintains implementation of the Coalition Rate Ceiling Proposal will benefit

consumers and enhance competition in the asp marketplace. Nevertheless, Teltrust believes it is

critical that the Commission also remedy the market inequities ticed by small OSPs and IPPs. We urge

the Commission to eliminate anticompetitive resuJations which favor dominant carriers. Most

importantly, TcJtrust hereby requests that the Commission reexamine its policies reprding AT&T's

CnD caUing card. We urge the Commission to restrict use ofAT&T's proprietary CIID calling card

to access code ca1Jin& or alternatively, to require nondiscriminatory validation of its CIID calling card

by all curlers. The Commission has repeatcclly adalowledged AT&T's advantages in the asp

marketplace and argued HPP would help eliminate some ofthese advantages. BPPs implementation is

unlikely, considering the voluminous record establishing its high cost and diminishing benefits. AT&T

still enjoys significant advantages over competitor OSPs as a result of its large customer base and its

wide distribution ofproprietary CIID calling cards. AT&T has moved its significant customer base to

its CIID ca11ing cards that other asps cannot validate. As a result, the disparity between the relative

amounts of commissionable traffic that AT&T can handle has grown significantly; IPPs and

agregators. therefore, face growing incentives to presublKiribe their phones to AT&T. AT&T can
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pay lower commissions wbiIe still promising lPPs and agreptors higher total commission income

since AT&T is able to complete more commissionab1e caDs than its OSP competitors.

This problem has grown even worse since the Jut round of comments in this proceeding.

AT&T is now agrcssivdy courting the lPP marketplace. AT&T has not agrcssively focused on the

IPP martet; however, they now realize that the IPP marketplace is expanding rapidly and has the

potential to be vay profitable business. AT&T uses its unfair CDD calling card advantage to win IPP

customers and this is having a very damagjng impact on competition in the marketplace. As we have

noted in previous comment, for Teltrust this advantage has been most painfully felt in California, where

Teltrust has been one of the most successtid small OSPs ICIVing the JPP market. For three years,

Teltrust has increased market shire vis a vis AT&T and. otheI' smaJl OSPs due to its very fair rates and

excellent customer and reporting servica. However, since the Commission's decision in BiDed Party

Preference for 0+ InterLATA Calls, Roport and Orclcr and RcQvcst for Sypp1ement.' Comment, CC

Docket No. 92-77, 7 FCC Red 7714 (1992) (UPhase r1, AT&T hu aggressively etploited their CIID

calling card advantage by luring lPP customers with commission on em> card calls.

Teltrust therefore again urges the Commission to reconsider its Phase I decision and open this

phase of the docket for additional comment. We urge the Commission to restrict use of AT&T's

CIID calling card to acc:ess code callin& or a1ternativety, require that AT&T provide all other OSPs

with nondiscriminatory access to the validation infonnation necessary to complete calls made using

COO calling cards. Like other OSP commenters, Te1trust receives many calls every day from callers

using AT&T's eIID c:aUina cards. Because we are unable to validate these calls, Teluust and other

OSPs alienate many callers. AT&T's CIID calling card gjYcs AT&T a tremendous advantage in the
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oSP marketplace - it is now a central <:ompOnent in AT&:T's marketing efforts to IPPs and

Agregators. This advantaae coupled with AT&T's already dominant market position and name

recognition will p1aQe small OSPs at an insurmountable disadvantage if the Commission implements

the Coalition Rate Ceiling PropoIl1.

n. THE ADDmONAL DISCLOSURE REQUESTED IN THE NAAG PETITION IS
UNNECESSARY.

Teltrust believes the NAAG Petition abou1d be denied. The NAAG proposal win be

completely unnecessaIY if the Commission implements the Coalition Rate Ceiling Proposal and

terminates the BPP proceectins. The problem giving rise to the NAAG Petition is rate gouging by a

few OSPs and IPPs bent on shott-term profit, no matter what the consequc:l1Q:S. Implementation of

the Coalition 1bte Ceiling Proposal wiD address this problem by lowering rates consumers are charpd

fi'om payphones. The NAAG Petition will require OSPs to incur additional costs. The verbal warning

will add network time and. therefore cost on eadl operator assisted call. Moreover, implementing this

veIbal warning may be diftkuIt depending upon an asp·5 switches. At the very least, this verbal

warning would require costly software changes, which would take time and require expensive re-

training ofoperators. These added costs and upgrades are simply unnecessaIY and would amount to
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For the tiJRgoina reasons, Teltrust urges the Commission to imm.ediateIy terminate the BPP

proccccting and implematt the Coalition Rate Ceiling Proposal. Teltrust urges the Commission to deny

the NAAG Petition. YmaI1y, Te1tNst believes the Commiuion Ihould reconsider the un&ir competitive

advantage created by AT&T's CUD Calling card and open this phase of the docket for additional

comment.

RcspoctNJIy submitted,

SteYeIlE. Swenson
Counsel for Teltrust

April 12, 1995
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